





MARCH, 1954 


New Growth for A Pioneer 


It’s Slippery on Top 


College Fund Favorites 








THE SMALL INVESTOR 


_ are the most popular 
companies on the New York 
Stock Exchange ? 

Here's the answer -from people 
buving stock on the new  pay-as- 
vou-go Plan better known. per- 
haps. as the Monthly Investment 
Plan. The Plan started January 25. 

The list contains issues vielding 


an unusual management record, 
Prices ranged from S161 a share 
to S17. as of mid-February when 
the list was tabulated. 

Investors obviously are aiming 
at a variety of objectives in. their 
selection. But the group does seem 
to have one common denominator 

these are the type of stocks which 


Cash Div. 


Number Approxi- paid in Pet. 

Company of plans mate price 1953 yield 
Radio Corporation ..... 220 $ 25 $1.00 4.0 
American Tel. & Tel. .. 186 161 9.00 5.6 
General Motors ee 174 62 4.00 6.5 
Dow Chemical ......... 161 35 0.98# 2.8 
Standard Oil (N.J.) .... 100 78 4.50 5.8 
U. S. Steel Saas 100 41 3.00 7.3 
Tri-Continental Corp. . 76 17 ‘F] 6.5 
Long Island Lighting .. 73 18 0.93 5.2 
Du Pont , . 69 108 3.80 3.5 
Socony-Vacuum .. 61 38 2.25 5.9 
International Nickel ; 61 38 2.35 6.2 
General Electric 54 96 4.00 4.2 


a yGjusted tor stock dividend, 


a substantial current return on in- 
vestment. others with quite low 
vields but with strong growth pos- 
sibilities -and one or two com- 
bining both features. One com- 
pany has not missed a dividend in 
any vear since 1880) another has 
an annual dividend record going 
back to only 1950. Oils are 
represented. along with communi- 
cations. steels. utilities. chemicals. 
metals, manufacturing there’s 
even an investment company with 


frequently find their way into the 
portfolios of institutions, trust 
funds and pension funds. 
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THE WESTINGHOUSE 
AIR BRAKE STORY 


By Epwarp O. BosHELL. Chairman and President 


Westinghouse Air 


a in business history 
was reached a few weeks ago 
when directors of Westinghouse 
Air Brake Company declared a 
quarterly dividend of 40 cents a 
share on the common stock. 
a The decision of the directors 
meant that in each year for the 
past 80 years this enterprise has 
made a cash distribution to its 
4 owners—a record shared by only 
13 of the 1.069 common stock is- 
sues listed on the New York Stock 
Exchange. Actually, we have never 
paid less than two dividends each 
year since 1875—and most years 
: four or even five dividends. 
The latest dividend was ap- 
proved on February 9 and will be 


Brake Company 


received March 15 by the more 
than 39,000 owners of the company 
who are scattered throughout every 
state in the country and Canada— 
as well as some overseas countries. 
Incidentally. the total number of 
people and institutions owning our 
company has never been higher— 
and not one owns as much as one 
per cent of the total common stock 
outstanding. 

An investment of $5,000 in our 
company at its birth in 1869 would 
have been worth $560,000 at the 
end of 1953 and would have pro- 
duced a staggering $1,630,000 in 
dividends. 

When Westinghouse Air Brake’s 
dividend longevity record began 
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Edward O. Boshell is guiding the 84-year- 
old Westinghouse Air Brake Co. into im- 
portant new manufacturing fields—includ- 
ing earthmoving equipment, compressors, 
air tools, engines and portable drilling rigs. 
Before becoming chairman and president of 
Westinghouse Air Brake in 1951, Mr. Boshell 
was noted mainly for his administrative 
abilities in liquidating utilities under the 
“death sentence” of the Holding Company 


Act. During his four-year stewardship while Standard Gas & Electric 
was being liquidated, the value of the company’s securities increased 





by some $145,000,000 


and common stockholders, whose holdings 


had been declared worthless in 1944, received as high as $19 a share. 
Mr. Boshell has had a part in liquidating some 50 utilities. 





in 1875, President Ulysses S. Grant 
was finishing the last year of his 
second term. The panic of 1873 
was waning, and a rapidly grow- 
ing network of railroads was carry- 
ing immigrants and materials to 
new and expanding industrial cen- 
ters. 

As recently as 1949, it was still 
a one-industry company, entirely 
dependent on the railroads. Today 
it is a supplier to all industry. 


Original Patent 

On April 13, 1869, the original 
air brake patent 
George Westinghouse, then 22, an 
organizer, management executive, 
and production genius, who av- 
eraged a patent 


was issued to 


new every six 


weeks for 48 years. By providing 
the power to stop, the air brake 
gave trains, electric railway and 
subway cars, heavy duty trucks 
and buses the freedom to go fast. 
transportation 
throughout the world, 


It revolutionized 
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iWaving created brakes to stop 
trains, George Westinghouse or- 
ganized the Westinghouse Air 
Brake Company, his first. Then he 
set out to create apparatus which 
would indicate when trains should 
stop or go. The result was a new 
field of activity for the company, 
in which its Union Switch & Sig- 
nal Division is now a world leader. 


$90,000,000 Sales 


The two divisions, with gross 
sales of about $90 million, com- 
prised the Westinghouse Air Brake 
Company, which the directors de- 
cided to expand and diversify three 
years ago. The company had spent 
some eight decades designing and 
fabricating an extensive line of 
complicated equipment, all involv- 
ing human safety. That had meant 
building the highest degree of reli- 
ability into the company’s prod- 
ucts, which had to provide safe 
operation and unfailing perform- 
ance over long periods of time, 






















and under extreme environmental 
conditions. 

We wanted to build these out- 
standing characteristics of West- 
inglouse Air Brake equipment into 
a new line of products. Therefore, 
the directors authorized the use of 
the company’s funds to acquire 
products in several new fields. 

New Divisions 

Westinghouse Air Brake went 
into the earthmoving equipment 
field by organizing LeTourneau- 
Westinghouse Company. which pur- 
chased the earthmoving equipment 
business of R. G. LeTourneau., Inc. 
The portable compressor, air tool 
and engine field was entered by 
buying Le Roi Company: and 
the portable drilling rig business 
by acquiring the George E. Failing 
Company. Another purchased sub- 
sidiary. Melpar, Inc.—our central 
research laboratory—is also an im- 
portant factor in development work 
for the government. 

We anticipate substantial growth 
in these businesses, which serve so 
many important and thriving in- 
dustries. 

Although the railroads are still 
our biggest and most important 


single customer, about one-half of 


Leveling a new road surface with a LeTourneau-W estinghouse scraper. 


today’s sales are to non-railroad in- 
dustries. Yet we are progressing 
in the railroad end of our business 
at a greater rate than ever before. 
Of the company’s seven divi- 
sions, the Air Brake Division re- 
mains the most important. account- 
ing for about 30 per cent of sales. 
This division is conducting an ag- 
gressive research and new products 
program, and is also enjoying an 
expanding foreign market. 


Use of Electronics 


Union Switch and Signal Divi- 
sion provides railway signalling 
and train devices which 
make full use of today’s advanced 
electronics. The savings realized 
by applying these modern devices 
to control modern. high-speed trains 
are most impressive. Now that die- 
selization of railroads is virtually 
complete, we estimate considerable 
business lies ahead in this promis- 
ing area. 

The earthmoving business is be- 
ing stimulated by the constant 
growth in America’s population, 
which means more schools. more 


control 


buildings, more houses. more dams 
and especially more roads. We an- 





ticipate a profitable future for the 
largest of our new divisions—Le- 
Tourneau-Westinghouse — and its 
earthmoving equipment. In the re- 
cent past about 161% cents of every 
dollar spent for non-building con- 
struction has gone into equipment 
and, as a maker of such equip- 
ment, we hope to get a fair share 
of that business. 

The construction industry is al- 
so important to our Le Roi Com- 
pany Division, which makes port- 
able compressors, air tools, special 
purpose engines, front-end loaders 
and mobile mixers. Le 
Roi is also a major supplier to 
the petroleum and natural gas in- 
dustries, and should grow and 
prosper with them. We have re- 
cently developed a new “gas 
booster” compressor, designed to 


concrete 


step up pressure on isolated gas 
wells which would be 
abandoned. The evidence of this 
unit’s usefulness in fields like East- 
ern Ohio and Western Pennsyl- 


vania is most encouraging. 


otherwise 


Standard Equipment 
The George E. Failing Company’s 
equipment is standard throughout 
the petroleum industry for port- 
able drilling rigs. The rigs of this 
new Westinghouse Air Brake ac- 
quisition are used the world over 
for coring the earth’s surface, for 
seismograph work, water well drill- 
ing and uranium hunting. One of 
the company’s rigs can drill an 
eight-inch hole 800 feet deep and 
have it cased and pumping water 

all in one eight-hour day. 


+ 


George Westinghouse was the 
first American industrialist to 
sense the immense potential in the 
application of compressed air to 
industry. The realization of com- 
pressed air’s great potential is the 
business of our Industrial Products 
Division which produces stationary 
compressors and air controls. These 
pneumatic graduated controls are 
becoming more and more useful— 
and profitable. They have been 
adapted to new fields ranging from 
riverboats to guided missiles, and 
our engineers feel that the com- 
pressed air industry today is on 
the threshold of a great new de- 
velopment and expansion era. 


Still Pioneering 


This, then, is the Westinghouse 
Air Brake Company which de- 
parted from its traditional rail- 
way braking and signal equipment 
business just three years ago to 
enter new related product areas 
where the skills it has developed 
over the years can find increasing 
usefulness. With its diversification 
and expansion program and its 
forward-looking research for new 
and better products in the thriving 
American railroad industry, the 
company is presently engaged in 
the same kind of industrial pioneer- 
ing that gave it birth and made it 
grow. 

This is competitive private enter- 
prise in the national interest. We 
are confident that 1954 will pro- 
vide better products for our cus- 
tomers and greater security for our 
growing number of shareholders. 
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College Endowments 


Favor Oils, 


OMMON stocks of oil and utility 
C companies are still the most 
popular equity investments of 
four prominent college endowment 
funds. 

Reports for their 1953 fiscal 
year by Harvard. Yale, Princeton 
and Columbia—among the most 
heavily endowed universities in the 
country—disclose that the 30 fa- 
vorite common stocks of these col- 
leges included 12 petroleum and 
11 public utility issues. 

The accompanying tables show 
the 10 largest common stock hold- 
ers of each of the four universities 
on June 30, 1953, also as of a year 
earlier and two years before. 


Held by Three Funds 


Of the 30 stocks cited. three 
appear in three of the four tables: 

Harvard, Yale and Princeton 
together owned. at the end of last 
June, 147.200 shares of Standard 
Oil Company (New Jersey) com- 
mon stock. 

In addition—although not shown 
in the table for that college——Co- 
lumbia held 6,108 shares of Jersey 
Standard stock on June 30. 1953. 
Consequently, the four college en- 
dowment funds owned a total of 
153.308 shares of common stock 
of the world’s largest oil company, 


Utilities 





with an early February market 
value in excess of $12.100.000, 
when their latest fiscal year ended. 

Harvard, Princeton and Colum- 
bia held a total of 97,715 shares 
of Texas Company stock—with a 
February market value above $6,- 
250.000. 

Together, Harvard, Yale and 
Princeton owned 157.686 common 
shares of Middle South Utilities 
at the ehd of last June. The Febru- 
ary market value of these utility 
shares was above $4.500.000. 

Four of the common. stocks 
shown were owned by two funds: 

Harvard and Yale held together 
a total of 175.000 shares of North 
American common stock. the mar- 
ket value of which was above $3.- 
725.000 last month. 

A total of 82.375 shares of So- 
cony-Vacuum Oil was owned by 
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North American Company 
Middle South Utilities, Inc. 

New England Electric System 
Standard Oil Co. (New Jersey) 
Niagara Mohawk Power Co. 
Socony-Vacuum Oil Co., Inc. 
Texas Company 

Interprovincial Pipe Line Co. 
Continental Oil Co. 

Dome Exploration (Western) Ltd. 





HARVARD UNIVERSITY 


Number of Common Shares Held 














Harvard and Columbia, the Febru- 
ary market value of the 
being over $3,100.000. 

Princeton and Columbia endow- 
ments owned 34.500 
shares of Gulf Oil. with a market 
value above $1.700.000. 

Yale and Columbia owned a 
total of 39.900 shares of Columbia 
Gas System common stock. having 
a market value above $530.000. 

The largest individual blocks of 


shares 


combined 


6/30 53 6/30 52 6/30/51 | 
150,000 66,500 60,000 | 
107,486 100,000 60,000 
100,000 80,000 50,000 
98,600 96,213 90,172 
83,100 83,100 50,000 
67,225 58,290 39,700 | 
63,715 60,661 59,104 
58,100 ae = 
57,500 56,000 50,000 
55,130 55,100 — 
common. stocks were owned by 


Harvard—150,000 shares of North 
American, 107,686 shares of Mid- 
dle South Utilities and 100.000 
shares of New England Electric. 

The combined market value of 
these three blocks—approximately 
$7.700.000 early last month—was 
less than the market value of about 
$7.790.000 for the 98.600 shares of 
Standard Oil Company (New Jer- 
sey) held by Harvard. 





Socony-Vacuum Oil Co. 
Columbia Gas System, Inc. 
Ohio Edison Co. 

American Re-Insurance Co. 
Southern Company 

Gulf Oil Corporation (1) 
El Paso Natural Gas Co. 
Westinghouse Electric Co. 
Texas Company 

Phillips Petroleum Co. (2) 
(1) Stock was split-up 2 for : 


(9) S nitt-um 2 for 


\Z) o kK wa f Ip, n 





COLUMBIA UNIVERSITY 


Number of Common Shares Held 








6/30 53 6 30 52 6 305! 
15,150 14,800 12,800 | 
13,500 15,500 14,000 
10,100 11,000 11,000 | 
10,000 10,000 10,000 
10,000 —_ = 
9,500 9,900 6,000 
9,475 7,175 4,000 
9,400 14,000 14,000 | 
9,000 10,900 12,100 | 
8,600 8,600 4,80 

rit n ad- n ) 9/59 ar 








YALE UNIVERSITY 


Joseph Horne Company 
Northern States Power Co. 
American Can Company (1) 
Merck & Co., Inc. : 
Middle South Utilities, Inc.. 
Columbia Gas System, Inc. 
E. |. du Pont de Nemours & Co. 
| North American Co. ........ 
Central & South West Corp. 
| Standard Oil Company (New Jersey) 


Stock was split-up 4 for | in May, 1952. 


Number of Common Shares Held 
6/30/53 6/30/52 6/30/51 


37,944 37,944 37,944 
32,400 32,400 32,400 








32,000 30,000 3,800 
31,500 _ — 
31,000 25,000 4,000 


26,400 24,100 24,100 
25,300 25,300 25,300 
25,000 15,000 _ 
25,000 18,000 — 
23,200 23,200 23,200 








Harvard’s endowment fund ac- 
quired 58,100 common shares of 
Interprovincial Pipe Line Com- 
pany during the 1953 fiscal year. 

In the same period, Harvard cut 
its holdings of American Radiator 
& Standard Sanitary by 4,000 
shares, retaining 53,700, and dis- 
posed of 12.903 shares of General 
Electric stock, keeping 43,925. 
Neither issue ranked among the 





Standard Oil Co. (New Jersey) (1) 
Texas Company (1) 

Gulf Oil Corporation (2) 

Tide Water Associated Oil Co. (3) 
Dow Chemical Company (4) 
Louisiana Land & Exploration Co. 

| Standard Oil Company of Cal. 
Middle South Utilities, Inc. 
Southern Natural Gas Co. (5) 
Atlantic Refining Co. (6) 





PRINCETON UNIVERSITY 


Stock was split-up 2 for | in June, 1951. 
2) Stock was split-up 2 fo n Ju 1951; 49 

2/10/5 3) Stock was split-up 2 n 

S was split-up 3 fo n Sept., 1952 

2 2 and 11/20/53. (5) Stock was sp 

St was split-up 2!/ fo n Ma 952 


10 largest Harvard stock holdings. 

Yale University’s largest addi- 
tion to its endowment portfolio in 
the 1953 fiscal year consisted of 
31,500 shares of Merck & Co. 

Columbia’s largest acquisition 
was 10,000 shares of Southern 
Company common. 

Princeton University’s largest 
common share holdings showed 
few significant changes. 





Number of Common Shares Held 








6/30/53 6/30/52 6/30/51 
25,400 25,000 12,000 | 
25,000 23,000 13,000 | 
25,000 24,000 12,000 | 
25,000 20,000 1,000 
22,000 7,000 6,500 


22,000 20,000 20,000 
20,000 20,000 15,600 





19,000 18,000 18,000 
18,000 8,000 8,000 | 
15,000 10,000 1,800 
Q st ck distrit Hane naeeson 1/52and = | 
2 stock d ad n2 52 
p2 in Nov., 1952 











It’s 
Slippery 











On Top 


























S THE position of an industrial 
I giant unassailable? 

When a corporation succeeds in 
working its way to the top—be- 
coming one of the 100 largest in- 
dustrial enterprises in the country 
—is it thereafter immune from the 
challenge of competition? 
“ves’”—or even 
-prepare for a shock: 

The Brookings Institution has 
just published the script — “Big 
Enterprise in the Competitive Sys- 
tem” —of an educational film based 
on its research. It discloses that: 


1. By 1919, 47 of the industrial 
corporations which were the 100 
largest in 1909 were no longer in 
that list. Most of those 47 had been 
passed by more dynamic or new 
businesses, but a few 1909 leaders 
had just gone out of business. 


2. By 1929, another 16 of the 
1909 leaders had fallen out of the 
“100 largest.” as had 14 of the 
corporations which reached such 
eminence in 1919. The 30 corpora- 
tions forced off the 1929 list were 


If you answer 
“maybe” 
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replaced by 27 new enterprises and 
3 companies of 1909 vintage which 
made comebacks. 

3. By 1935, 17 corporations had 
lost their 1929 ratings among the 
100 largest, and were replaced by 
11 newcomers and by 6 which had 
fought their way back. 

4. By 1948, 22 industrial com- 
panies which were among the lar- 
gest in 1935 had been displaced 
by 20 newcomers and by 2 which 
had been among the 100 largest 
prior to 1935. 


To sum up: Only 36 of the na- 
tion’s 100 largest industrial cor- 
porations in 1909 still held that 
high status in 1948. In other words, 
64 per cent of the nation’s largest 
industrial companies in the year 
1909 were no longer in that top 
group by the year 1948. 

What makes for leadership mor- 
tality among the industrial giants? 

The Brookings Institution’s an- 
swer to that question is: “Mainly 
the pressure toward innovation in 
product and market development. 





Innovation leaves little immunity 
from competition, even to compa- 
nics that loom large in an indus- 
try s output.” 

ilow do corporations compete 
vigorously in those industries where 
a few companies share the bulk 
of the output? 

The answer: Competition through 
substitutes. 


Types of Competition 
Aluminum, for instance, has few 
natural or exclusive uses. Conse- 
quently, to find a market, it has, 
in almost every case, had to dis- 
place an existing material and also 
compete with new materials. 
How about products which offer 
no range of substitutes? 
Brookings answers that one with 
facts about rubber tires, where 
competition takes the form of price 
and quality, as follows: The con- 
sumer can replace his worn tires 
at a price of about $7 for recaps 
or $45 for premium tires; while 
large-scale tire buyers, by insisting 
upon maximum quality, generate 
quality competition which has more 
than doubled tire mileage in the 
past 25 years. The effectiveness of 
this competition may be gauged 
by the fact that the trend of tire 
prices has been well below the av- 
erage for other products made by 
both big and small business. 
“Each major innovation,” the 
study points out, “generates the in- 
centives, indeed the necessity. for 
other companies to do likewise or 
otherwise to meet the new threat 
or opportunity. The readiness to 


move into more promising areas of 
product or methods * * * helps 
to explain why some leaders have 
been able to maintain positions 
while others have been displaced.” 
It is “heartening,” the study 
says, to discover that the system 
itself, as it operates, “has its own 
actions and reactions and its own 
methods of punishing the company 
that ceases to be competitive. 


Miracle of Capitalism 

“The highly competitive charac- 
ter of big business * * * is not due 
to the personal predilections of its 
present leadership but to stronger 
forces. Not the concentration of re- 
sources in integrated big business, 
but the dispersion and the ver- 
satility of the resources among so 
many separate units of enterprise 
is the distinctive characteristic and 
* * * the miracle of American Cap- 
italism in our day.” 

So long as this country has the 
market compulsions that now exist 
in the big business area, the Brook- 
ings script concludes, “we can far 
extend the days of our present sys- 
tem of private enterprise. 

“It has proved capable of con- 
tributing more richly than any 
demonstrable alternative system to 
the composite aims of a democra- 
tic society basing its economic 
progress on freedom of economic 
opportunity.” 


(The names of the 36 individual 
corporations which were among 
the 100 largest in the country in 
both 1909 and 1948 appear on the 
inside back cover of this issue.) 
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HOW 
MANY 
TIMES 


EARNINGS? 


S THERE any ideal relationship 
between and 


I share 


market price? 


earnings 


As recently as two decades ago, 
a popular rule of thumb was ~* 
times earnings.” In other words, 
a stock with 
strated ability to earn $10 per share 
was priced just about right when 
its market price was $100. And a 
stock which earned $1.70 a share 
was worth about $17, 


ten 


common a demon- 


in the opin- 
ion of many market observers. 

Has this old rule outlived 
usefulness ? 

Well, let’s take a look: 

The 


o1lves 
gives 


its 


tabulation 
the market price-share earn- 
ings ratios for 20 well-known com- 
mon stocks. 


accompanying 


Wide Range 


20 were selling 
early last month from 3.9 to 20.6 
times 1953 share earnings. 
were valued in the market 
than 10 times earnings: while the 
market prices of the other eight 
were more than 10 times earnings. 


10 


These issues 


Twelve 
at less 





a Find *!0 
Sha OMable ; ) 


Tice 


Oddly enough, not one was sell- 
ing at exactly 10 times earnings, 
yet the straight arithmetical av- 
erage for all 20 was just a shade 
under 10 times earnings. 

Of the six stocks with the lowest 
market price-earnings ratios, five 
were equities of the steel industry 


—often regarded as a “feast-or- 
famine” business. 
Growth Stocks 


On the other hand, the five with 
the highest price-earnings ratios 
were all equities usually considered 
growth stocks—issues favored by 
investors more interested in capital 
appreciation than immediate divi- 
dend income. 

The tabled steel stocks offer an 
interesting picture. If each of the 
5 had been selling at 10 times 1953 
share earnings, their February 
market prices would have 
above what they actually 
by approximately the following 
amounts per share: 

Jones & Laughlin, $25; U. S. 
Steel, $34; Republic, $41; Youngs- 


been 
were 





a OD = 


MS 


GQ @ 





tow: Sheet & Tube, $50, and Beth- 
lehem Steel, $77. 

However, if the five growth 
stocks had each been selling only 
the same number of times 1953 
earnings as the average for the 
five steel company issues — 4.8 
times—they would have been sell- 
ing below their February 5 prices 
by approximately the following 
amounts per share: 

\tlantic City Electric, $21: Con- 
solidated Edison, $30; Allied Chem- 
ical, $53; Hercules Powder, $53, 
and Union Carbide & Carbon, $56. 


It cannot be emphasized too 
strongly, of course, that nothing 
in this article is intended to in- 
dicate that any of the stocks is 
either under-priced or over-priced. 
Obviously, the price-earnings ratio 
is only one of many factors which 
intelligent investors consider care- 
fully before making an investment 
decision. 

On the basis of 1953 cash divi- 
dend payments and February 5 
prices, the yields of the 20 selected 
common stocks varied from 3.4 to 
38.9 per cent. 





20 MARKET PRICE-EARNINGS RATIOS 


Market = Sells 1953 Per 


1953 Share Price Times Cash Cent 





Common Stock Earnings 2/5/54 Earnings Divs. Yield* 

New York Central R. R. Co......... $ 5.27 $2034 3.9 $1.00 4.8 
Bethlehem Steel Corp......... 13.30 55!/ 4.2 4.00 7.2 
Youngstown Sheet & Tube Co... 9.21 41% 4.5 3.00 72 
Jones & Laughlin Steel Corp. 4.77 21% 4.6 1.95 8.9 
Republic Steel Corp. 9.25 50% 5.5 4.13 8.1 
U. S. Steel Corp. 7.56 41%, 5.5 3.00 73 
Chesapeake & Ohio Railway Co. 6.04 35!/2 5.9 3.00 8.5 
Atchison, Top. & Santa Fe Ry. Co. 14.62 100 6.8 5.00 5.0 
Union Pacific R. R. Co... 14.95 119 8.0 6.00 5.0 
Container Corp. of America 4.93P 45//, 9.2 2.75 6.0 
Ohio Oil Company. gC ae 6.63? 63!/2 9.6 3.25 5.1 
Northern Pacific Ry. Co............. 6.27 60% 9.7 3.00 4.9 
Johns-Manville Corp........ 6.20 70 11.3 4.25 6.1 
Liggett & Myers Tobacco Co. : 5.50 655% 12.0 5.00 7.6 
American Tel. & Tel. Co. (Bell Sys.) 11.15! 15934 14.3 9.00 5.6 
Consol. Edison Co. of N. Y. 2.94 44!/, 15.1 2.30 5.2 
Allied Chemical & Dye Corp. 5.10P 78\/, 15.3 3.00 3.8 
Atlantic City Electric Co....... 1.95aP 30% 15.8 1.33* 4.3 
Hercules Powder Co............... 4.20 73/4 17.4 3.00 4.1 
Union Carbide & Carbon Corp. 3.55? 734 20.6 2.50 3.4 
(P) Pre inary. (1) Year ended 11/30/53. 

(a) Adjusted for stock dividends. * Based on 1953 Cash Dividends; 2/5/54 Market Price. 
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The Investor’s Stake in 


FIELD INVESTIGATION . 


By WALTER 


Y FIRM, a member firm of the 
New York Stock Exchange, 
has long sponsored a program of 
active field investigation. 
Members of our research depart- 
ment fly, ride—and sometimes they 
even walk—thousands of miles 
every year to meet managements. 
inspect plants, get acquainted with 
regional reporters for newspapers 
and trade publications, and in vari- 
ous ways get an intimate under- 
standing of what is happening in 
business. 


Expensive Service 


It is an expensive operation. We 
go to Texas and the Saskatchewan, 
up-town Manhattan and Brooklyn. 
Wherever management is. whether 
Charles Pfizer in Brooklyn, Ameri- 
can Cyanamid at 30 Rockefeller 
Plaza or Dow Chemical in Mid- 
land, Michigan. we want to talk 
to them. 

Field investigation has become 
an increasingly important part of 
the activities of security analysis. 
Tomorrow an associate of mine will 
fly to New Orleans. He'll be back 
Wednesday 
group of us going down to a new 
plant at Sunbright, Virginia. There, 
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morning to join a 
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iene 


for the first time, we shall see 
lithium hydroxide—a __ relatively 
new industrial chemical with in- 
dicated important uses in industry 
—made in large quantities. 


What About Investor? 


Now how does all this help the 
investor? Will it help him to steer 
clear of the pitfalls of investment, 
will it mean fewer worthless or 
sadly depreciated securities in safe 
deposit boxes twenty years from 
now? 

Like everything else, on-the-spot 
investigation of industry is no sub- 
stitute for integrity, sound judg- 
ment and even good fortune. 

But new conditions demand new 
methods of approach. 

The spreading out of American 
industry makes extensive travel by 
security analysts essential. 


ot 
ib- 
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You can’t learn all about Doug- 
las Aircraft in New York City, nor 
fathom from 42nd Street the in- 
tention of the Texas Railways 
Commission. All vital financial in- 
formation just doesn’t funnel to 
one convenient place or to just a 
few important investment banking 
institutions. 


Keeping Abreast 


Oil is produced in Texas—so 
our oil specialist goes there to learn 
all he can about it. Orange juice 
is frozen in Florida—if we want to 
understand that industry, we fly 
to Tampa. Uranium is mined on the 
Colorado Plateau and in Canada 
so we go to Denver and Toronto 
to try to really understand this new 
industry. What a security analyst 
does by travel is to keep up with 
the times. If he doesn’t, he and his 
clients fall behind. 

Very often small things are symp- 
tomatic of big ones. The security 
analyst should, like the psycho- 
analyst. observe very carefully. He 
should try to get the company of- 
ficer to talk—if he will talk with 
you, you'll probably learn some- 
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thing, provided you know how to 
listen. 

Last November leading steel ex- 
ecutives of the country were pre- 
dicting a 90 per cent operating rate 
for the industry in the first quarter 
of 1954. 

But, in discussing prospects for 
the steel industry generally with an 
official of a large company, I sensed 
that there might well be more than 
a little wishful thinking in the in- 
dustry’s own appraisal of its out- 
look for the year 1954. 


A Good Example 

Perhaps this experience was a 
good example of the fact that some 
uncertainties are always quite pos- 
sible in field investigation. 

I read his misgivings correctly, 
but the market up to now hasn’t 
had the same feeling I have. Per- 
haps my trip to Pittsburgh last 
November provided a minimum of 
help to our clients. 

Field investigation is not with- 
out its dangers—the security ana- 
lyst can become a bit too expert; 
he can forget that security prices 
are always broad expressions of 
underlying values—tangible and 
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intangible—they reflect not only 
the intimate details of companies 
but the whole spectrum of world 
politics and social trends, 

A security analyst can get out of 
step with the market, at least for 
the time being. by knowing certain 
facts most investors don’t know or, 
if they do, don’t care about. 


Meeting the Press 

I make it a policy to meet the 
local reporters for the big na- 
tional trade publications. 

On my trip to Pittsburgh, I got 
to know Ed Lawlor of “The Wall 
Street Journal” well. He is a great 
reporter. Investors who read his 
Monday column carefully will be 
as up to date on the steel business 





as it is possible to be—provided 
the makeup editor hasn’t had to cut 
out too much copy. John Delaney 
of the “Iron Age” is a fine steel 
country reporter too and so is 
Flannery of I. N. S. I have found 
the real front-line reporters of in- 
dustrial services to be extremely 
unprejudiced. 

Each analyst has his own route 
and also his own blindness. 

In the unending search to under- 
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stand more and more about in. 
vestment realities, people are my 
main approach and little things 
about them are my main avenue of 
appraisal. 

A few years ago I had a strange 
feeling that the officers of a major 
company were afraid of the top 
man. They seemed to jump when 
his name was mentioned, 

I never felt they told me too 
much that was really confidential, 
but they were always nervous when 
I published something about their 
company. I had to disguise it so 
that there was no indication that I 
had recently seen them. 


Amazing Document 


No matter how innocuous my 
statement, they didn’t want the 
boss—who was seldom in his office 
but who always might blow in— 
to know I had been there. One 
time I read an auto-biographical 
article in the company magazine. 
It was an amazing document in 
which this executive described his 
split personality—part idealist, he 
said, and part tiger. 

To work under a leader who was 
idealistic one day and ruthless the 


jaa 


next must, I 
thought, be very 
difficult. 


It is unfortu- 
nate I did not 
exploit my intu- 
itions more vig- 
orously in this 
case. 

This company 
is now going 


‘as 


he 
ery 


‘tu- 
not 
itu 
rig- 


this 
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ing 


through a major personnel reor- 
ganization. During the course of 
months, — this 
stock has 


recent company’s 


shown no_ particular 
buoyancy in the market. 

There are many good things 
about this company but time is 
running out. It has made two major 
errors which are visible to all— 
a third may mean the permanent 
loss of its once outstanding position 


among investors. 
Split Personality 


When I talk to people who know, 
they agree with me that: 

This company’s chief officer has 
a schizophrenic personality —just 
as he intimated himself—-he makes 
his staff over anxious-—they try to 
do the spectacular to please him. 
But | must admit I have hesitated 
to be decisive in this situation. 
After all. | am a security analyst. 
not a psychoanalyst. And there is 
much that is still very good about 
this company. All | have done so 
far is to keep wondering. 

What analyst gets 
most from field investigation is an 


a security 


intimate understanding of manage- 
ments. He also gets a much deeper 
understanding of the physical fac- 
tors which influence business suc- 
cess. You always learn something 
walking through a manufacturing 








plant which can’t be learned any | 


other way. 


But field trips are not a substi- | 


tute for statistical analysis. 

They illuminate statistics, but 
these must remain among the fun- 
damentals of investor knowledge. 


A Free Copy 
For A Friend 


Would you like to have a friend 
become acquainted with THE 
EXCHANGE Magazine? 

If you would, just fill out the 
coupon below and mail it to us. 
Your friend—two if you like—will 
receive a copy of the March issue. 
Or, if you prefer, the February 
number. 

And, of course, we'll tell the 
recipient he has you to thank for 
his copy. 

THE EXCHANGE Magazine, 
11 Wall Street, 
New York 5, N. Y. 


Please send a free copy of the 


February 
March 


the people listed below: 


issue with my compliments to 


| Ce 





























A Notable Record 








N February 19. 1912, investors 
O were offered 60,000 shares of 
7 per cent preferred stock and 
70,000 shares of common. stock, 
both with $100 par values. of an 
enterprise which had been incorpo- 
rated on 15, 1911, to 
begin operations with the new year. 

The bankers marketing the two 
new issues set a price of $101.50 
a share on the preferred and $55 
stock, but both 
sold well above their offering prices 
the first trading day. 

The new corporation was taking 


December 


on the common 


over as going concerns six busi- 





nesses—the oldest of which began 
its existence on February 22, 1879. 
Besides the shares offered to the 
public. the company’s founders 
held 90.000 preferred and 430,000 


common shares. 
Once Only 


Investors never had another op- 
portunity to acquire equity securi- 
ties of this enterprise—except. of 
course, by using the facilities of 
the Stock Exchange — since no 
shares were again offered publicly 
by the company. 

How did the original investors 
or their heirs—fare? 

Well, by February 1, 1923, the 
last of the preferred shares—which 
had paid quarterly cash dividends 
of $1.75 per share without inter- 
ruption—were retired at $125 each. 
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In the period 1912-1953, inclu- 
sive, cash dividends on the com- 
mon—disbursed without a break in 
every quarter since August 1, 1912 
—amounted to the staggering total 
of more than $688,650.000! 

Over the years, split-ups and 
stock dividends had boosted the 
number of outstanding common 
shares from 500,000 to 9.750.000 
on December 31, 1953—owned by 
88,000 stockholders. 


Great Growth 


When its first year of operation 
ended, the corporation had 631 
retail stores, and their 1912 sales 
amounted to $60,557.767. By the 
end of 1953, the number of stores 
had grown to 1,981 and last year’s 
sales totaled $713,870.378. 

For the 42 years 1912-1953, 
inclusive, sales amounted to more 
than thirteen billions of dollars! 

Despite the vast sums paid out in 
dividends and the huge capital in- 
vestment required for new stores— 
most expansion having been fi- 
nanced by retained earnings—the 
corporation had total assets of 
$421,809.152 at the year-end. in- 
cluding $177,033.913 of current 
assets; while its working capital 
then was $127.741,.259. 

Have you guessed the identity 
of this enterprise ? 

The name should be familiar: 


It is F. W. Woolworth Co. 
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STOCK PRICES and 
DIVIDEND INCOME 


By Artuur W. BULLocK 


66) HOULD I buy common stocks 
now?” 

That question is being asked fre- 
quently today, as potential invest- 
ors read in the newspapers that 
the stock market averages are near 
their all-time high. 

It’s certainly true that the level 
of the market is high historically 
in terms of dollars alone. One well- 
known index of 90 common stocks. 
for example, rose about 43 per 
cent between the end of 1945 and 
the end of 1953. 


Are They High? 


But to say that stock prices are 
too high and let it go at that is 
like saying you don’t want to buy 
a house because the price sounds 
too high. even though investigation 
indicates it offers good value. 

The same is true with stocks. It’s 
not the price itself which is of dom- 
inant importance, but what we can 
buy at that price. 

In the case of an investor in com- 
mon stocks, dividends—actual or 
in some cases anticipated — are 
among the most important final 
considerations, as well as the earn- 
ings from which these dividends 
can be paid. The yardstick for 


measuring the amount of any divi- 
dend in relation to price is yield. 
The current yield of a stock, or its 
rate of return, is figured by divid- 
ing the sum of the dividends paid 
during a year by the prevailing 
market price. 


Yielding 6.3 Per Cent 


It may surprise some people to 
learn that the average yield of all 
dividend-paying common stocks 
listed on the New York Stock Ex- 
change was 6.3 per cent at the end 
of 1953. 

While this figure is somewhat 
less than obtainable in certain 
other years, it is 75 per cent 
more than the yield of 3.6 per cent 
at the close of 1945. the lowest 
return in ‘the past fifteen years. 

Naturally the question arises: 
“Why do stocks yield 75 per cent 
more now than they did in 1945?” 

Well. in 1945 the war with Ger- 
many and Japan had been won 
and people thought that coopera- 
tion among the great powers of 
the world would lead to permanent 
peace. Moreover. that pent-up de- 
mand for goods and services would 
lead to years of business prosper- 
ity. Relief from burdensome taxes 
also was expected. 

Investors bought common stocks 
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in anticipation of larger earnings 
and dividends. By the end of 1945 
the market had risen to the highest 
price level in eight years. 

Let’s look at two well-known in- 
1945: 
United States Steel was selling at 
Based on the $1.33 
cash dividends paid that vear, the 
yield to the stockholder was 4.9 
per cent. General Motors was sell- 


dustrial common stocks in 


$27 a share. 


ing at $37.75 a share and yielding 
lL per cent on the basis of the $1.50 
dividend payments. 
Sentiment Changes 

However. investment sentiment 
changes. Around the middle of 
1946 the stock market declined 
sharply and then fluctuated within 
a narrow range for three years. 
Several factors were largely re- 
sponsible: Our relations with Rus- 
sia were deteriorating. Many pro- 
fessional fore- 
casters were predicting a post-war 


economists and 
depression, and it was pointed out 
that such a downturn would be a 
normal occurrence based on his- 
torical precedent. 














To the surprise of the prophets 
of gloom, business continued good 
and dividend payments continued 
to rise. 

3y 1949 people began to feel a 
little more confident in the busi- 
ness outlook as the economy oper- 
ated at a good pace. The stock 
market began to advance. Yields. 
however, remained relatively high 
because dividends rose also. 

Total dividends on listed com- 
mon stocks have risen steadily 




















for the past eleven years, with suc- 
cessive new all-time peaks being 
established in each of the last 
seven years. 


1953 Yields 

By the end of 1953. yields were 
still attractive even though prices 
were near their all-time peak. Take 
the two stocks mentioned previ- 
ously: 

At the year-end, U. S. 
was 


Steel 
selling at $39.50, or 46 per 
cent above its 1945 close. During 
this 
creased from 


same period dividends in- 
$1.33 to $3.00. or 


125 per cent. Thus the stock’s yield 
jumped from 4.9 per cent in 1945 
to 7.6 per cent in 1953. Similarly, 
the price of General Motors com- 
mon stock went up from $37:75 to 
$59.62, or 58 per cent, as dividends 
increased 167 per cent from $1.50 
to $4.00. The yield rose from 4 to 
6.7 per cent. 


More Confidence 

Today's common stock yields 
would seem to indicate that the 
public has more confidence in the 
continuity of dividends and the 
outlook for business than in 1948 
and 1949, when the average yield 
was 7 per cent or better. 

However, their confidence isn’t 
as great as around the end of 
World War II, when people were 
willing to buy stocks yielding less 
than 4 per cent. 

A partial reason for this is heavy 
taxation, which discourages invest- 
ment in common stocks to some ex- 
tent. 

Since mid-September, however, 
the stock market has been mov- 
ing higher because of increased 
confidence and prospects of tax 
relief. 

Apparently, the brightest pros- 
pect of relief from the present 
onerous burden of taxation is the 
possibility that the Congress may 
decide to eliminate double taxation 
of dividends—at least to some ex- 
tent. 

Double taxation takes place when 
dividends received by individual 
investors from their holdings of 
corporation securities are taxed 





again as income, in spite of the 
fact that the corporation has al- 
ready paid taxes on its earnings to 
the Federal Government before vot- 
ing any dividend payments to its 
stockholders. 

Relief from double taxation of 








corporation dividends would be 
welcomed warmly by _ investors 
everywhere. 

Although the economy is ad- 
mittedly going through a readjust- 
ment period, many investors seem 
convinced that it will be neither 
long nor severe. 


What's Ahead 

By purchasing stocks they seem 
to be expressing faith in our gov- 
ernment leaders who have said 
they will do everything possible to 
prevent any serious business down- 
slide; confidence in our expanding 
markets, resulting from popula- 
tion growth and a redistribution 
of incomes, and confidence in the 
research which develops new prod- 
ucts and higher living standards. 
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Month of Taxes 


OW MUCH TAXEs do listed 
H corporations pay to the Fed- 


eral Government? 

Perhaps the following data may 
be enlightening: 

An estimate made for THE 
EXxcHANGE Magazine shows that a 
mere 15 companies—representing 
a sampling of the larger listed cor- 
porations—will make a_prelimi- 
nary Federal tax payment of 
$648.000,000 on March 15. 

That’s equivalent to about $4 
for every man, woman and child 
in the United States. 


Two Big Bites 


Corporations must pay 45 per 
cent of the Federal taxes on their 
1953 earnings on March 15, anoth- 
er 45 per cent on June 15, 5 per 
cent on September 15 and _ the 
final 5 per cent on December 15. 

The 15 corporations and total 
tax payments on their 1953 earn- 
ings they will make to the govern- 
ment this year—some of the figures 
being estimated and all rounded 


to the nearest million-—are shown 





in the table at the bottom of the 
page. 

Forty-five per cent of the $1,- 
440.000,000 total is, of course, 
$048,000,000. 

The above tax figures include 
Excess Profits Tax payments on 
1953 earnings. 


Effect on Earnings 


However, EPT expired at the 
year-end. 

Consequently, earnings of cor- 
porations this year—the Federal 
taxes on which will be paid to the 
Government in 1955—will not be 
subject to this super-tax. 

For many companies, the death 
of EPT is expected either to boost 
1954 share earnings or keep them 
fairly well in line with those for 
1953, even if the operating rev- 
enues of these enterprises show 
some contraction this year. 





Koppers Company $ 15,000,000 
Hercules Powder 20,000,000 
Liggett & Myers 26,000,000 
Ygstn. Sheet & Tube 28,000,000 
Jones & Laughlin 28,000,000 
Caterpillar Tractor 36,000,000 
Southern Pacific 37,000,000 
Inland Steel 39,000,000 





Union Pacific $ 47,000,000 
Atch., Topeka & S. F. 60,000,000 
National Steel 69,000,000 
Republic Steel 101,000,000 
Bethlehem Steel 161,000,000 
U. S. Steel 325.000.000 
Amer. Tel. & Tel. 448,000,000 
Total $1,440,000,000 
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STALWARTS ALL 


iiEN you read the article on 
\\ Page & disclosing that only 
36 of the nation’s LOO largest in- 
dustrial corporations in the year 
1909 remained in that select group 
in 1O40--how many of these du- 
rable leaders could you name? 

If you drew a few blanks don’t 
he discouraged. for many of to- 
day's industrial giants were only 
pygmies in 1909 or hadn’t even 
heen created vet. 

In any event. the names of the 
36 stalwarts appear in the table 
at the bottom of this page. 

Five of the companies which 
maintained their high status of 


Allied Chemical 
Allis-Chalmers 

American Can 

American Car & Foundry 
American Smelting & Refining 
American Tobacco 


(Anaconda Copper 

Armour & Co. 
Bethlehem Steel 

Borden Co. 

kK. 1. du Pont de Nemours 


Eastman Kodak 


General Electric 
International Harvester 
International Nickel 
International Paper 
Jones & Laughlin 
National Biscuit 


1909 into 1948 were in the field 
of non-ferrous metals: while four 


each were engaged in iron and steel 


output. electrical equipment manu- 
facturing or food production, 

Missing from the list below are 
such giants as General Motors and 
many others that come to mind. 

It is interesting to note that 34 
of the 36 corporations shown are 
listed on the New York Stock Ex- 
change: while one of the other two 

Western Electric—is a subsidi- 
ary of a listed company. American 
Telephone & Telegraph. The 36th 
is Singer Manufacturing. 

Here they are: 


National Distillers 

National Lead 

Phelps Dodge 

Pittsburgh Consolidation Coal 
Pittsburgh Plate Glass 
Pullman 


Republic Steel 
Singer Manufacturing | 
Sears. Roebuck 
Standard Oil (New Jersey) 
Swift & Co. 


Texas Company 


Tide Water Associated Oil 
United Fruit 

U.S. Rubber | 
U.S. Steel | 
Western Electric 

Westinghouse Electric | 





How a 
Many 
Corporations © =) 
in your home? ~ 


“T just read your booklet Investment 
Facts, which tells about cash dividends 
paid by 289 top companies,” writes a 
woman. 

“T found something you ought to em- 
phasize. 


“My refrigerator maker, I discover, 
has paid dividends for 55 years. You 
named at least four drug firms, all of 
which have products on my medicine 
shelf. 


“My husband’s shirt manufacturer 
Was named. About a dozen food com- 
panies we know. The maker of our lin- 
oleum, our car. Our telephone company. 
Our electric company. All in all, I count- 
ed thirty such products in our home. 


“Every one of these companies paid 
what I call good dividends. I think you 
ought to point out how many such cor- 
porations are in everyone’s home.” 


Agreed. And millions of people not 
only rely on the products of America’s 
famous corporations, they own shares in 
them. These people are in business with 
their companies—sharing in the profits 
they may make and the risk that goes 
with any enterprise. What’s more, over 
two million of these men and women 
have incomes under $5,000. 


When you're ready to join these peo- 
ple who have invested some of their 
savings, be sure to draw on the lifetime 
experience of a member firm of the New 
York Stock Exchange. 

The help you'll get won’t cost you a 
dime—and that includes your copy of 
Investment Facts. 


Members and Member Firms of the 


NEW YORK STOCK EXCHANGE 
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